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I.  Introduction 
 
 The Indiana Gaming Commission (“Commission”) staff presents this report 
pursuant to legislation enacted by the Indiana General Assembly during the 2005 regular 
session. Specifically, Enrolled Act 1120 directed the Commission to study alternative 
forms of gaming to determine whether other forms of gaming would be beneficial for 
Indiana.  The legislation specified that the Commission may include the following in its 
study: 
 

 (1) New games or trends in gaming that might be compatible with 
Indiana’s existing gaming industry. 
 (2) Estimates of the amount of revenue that could be generated 
from different gaming alternatives. 
 (3) The estimated impact that gaming alternatives would have on 
existing gaming revenues.  

 
 The legislation directed the Commission to report its findings to the Director of 
the Office of Management and Budget on or before October 1, 2005, and to the General 
Assembly in electronic format pursuant to IC 5-14-6. 
 
 The Commission staff was informed by members of the Indiana General 
Assembly that the impetus for this provision of Enrolled Act 1120 was a proposal 
submitted by Kenilworth Systems Corporation (“Kenilworth”).  Consequently, the 
Commission has focused its review of alternative forms of gambling on the proposal 
submitted by Kenilworth. 
 
 
II.  Roulabette 
 

Kenilworth proposes to transmit via satellite, an image of a live roulette game or 
other live game from one of Indiana’s riverboat casinos to other states or countries so that 
citizens of those jurisdictions may place bets on the outcome of each spin.  Patrons would 
place bets while viewing the action at the live game on home television sets.  
 
A.  Technological Operation of Roulabette 
 

The United States Patent and Trademark Office issued a patent to Kenilworth’s 
Chairman and President, Mr. Herbert Lindo, in June of 2003.  The patent, #6,575,834 is 
entitled: “System and Method For Remote Roulette and Other Game Play Using Game 
Table at a Casino.”  Lindo assigned the patent to Kenilworth in 2000.  In addition to the 
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patent for the wagering system, Kenilworth applied for two additional patents in 2005 
related to methods for supplying funds to the Roulabette set-top boxes for operation with 
Roulabette. 

 
Kenilworth submitted a brochure to the Commission, which describes the 

logistics and technology involved in Roulabette.  Kenilworth, citing confidentiality 
concerns, did not provide additional requested information about the function of 
Roulabette technology.  Although they did not have a prototype available for 
demonstration, Kenilworth does have a digital presentation available for review on 
Kenilworth’s website at http://kenilworthsystemscorporation.com/.  Based upon the 
information provided, the Commission staff has gleaned only a general understanding of 
the proposed functionality of Roulabette.   
 

Kenilworth proposes to place television cameras in a live casino.  The cameras 
would capture the images and sounds of a live casino roulette game as it occurs.  The 
images would be broadcast via satellite for viewing by the subscribers of digital satellite 
and digital cable television companies.  Wagering would take place via “set-top boxes” in 
jurisdictions that approve the technology.  The set-top boxes would receive the results of 
the game play through a microprocessor embedded in the box.  Kenilworth states that its 
patent covers the microprocessor, which processes the wagers as they occur, adding and 
subtracting the wagered amounts against the patron’s account, which would be operated 
by the lottery of the participating state.  The patron would make deposits into his or her 
Roulabette account by visiting lottery retail locations operated in the receiving state.  The 
set-top boxes would communicate with the state lotteries through telephone or internet 
connections.  Kenilworth proposes that the broadcasts would be engaging television 
programs, which would include commentators and entertainment segments to add 
additional excitement to the gaming experience. 
 

Kenilworth represents in its brochure that Roulabette will “prevent” underage and 
compulsive gambling because the lotteries in the states receiving the transmission will 
ensure that age laws are followed.  In addition, Kenilworth avers that should the recipient 
states choose, the broadcasts could be aired only at certain times, to further reduce 
exposure of the programming to underage persons.  The company points out that 
compulsive gambling could be regulated through Roulabette; since all of the wagering 
will be tracked by the lottery through patron accounts, theoretically, problem gamblers 
could be tracked and helped.  Loss limits could also be imposed. 
 
B.   Kenilworth’s Proposal to the State of Indiana 
 

In a letter dated July 11, 2005,1 Kenilworth’s Senior Vice President, Mr. Andrew 
Hirko, iterates Kenilworth’s proposal to Indiana.  “Our offer to Indiana is two and one 
half percent (2.5%) of Kenilworth’s net win before deducting expenses from worldwide 
operations with an annual cap of one billion dollars ($1,000,000,000) for a period of 
fifteen (15) years.”  The letter further states that: 

 
                                                 
1 See attached Exhibit 1 at 6. 



 4

Upon entering into a definitive contract with the Commission for the 
Riverboat broadcasts, which contract will be subject to Kenilworth 
delivering a suitable, irrevocable, $100 million security guarantee 
acceptable to the Commission. 
 
Kenilworth, through an intermediary, will request from long time business 
associates of Kenilworth, (herein referred to as the “Guarantors”), a 
guaranteed loan of $100 million to Kenilworth from a bank with the loan, 
to be repaid by Kenilworth from revenue earned from the broadcasts, from 
the proceeds of a proposed planned underwriting and the sale of pledged 
Kenilworth securities.  The repayment of the loan will occur no later than 
three (3) years from the date of the guarantee. 2  

 
 Kenilworth’s proposal is based upon an estimate that the potential win worldwide 
for live “real-time” remote simulcast gaming is $500 billion annually.  Kenilworth 
proposes to share the revenue with the lotteries and governments from the broadcasting 
jurisdictions as well as the jurisdictions that agree to receive the broadcasts and allow 
citizens to place bets.  In addition, the satellite broadcasters, cable broadcasters and the 
casinos themselves will share revenue based upon a calculated percentage of net win.  
Kenilworth will retain thirty percent of the net win as profit, defray operating expenses 
and share seventy percent of net revenue. 
 
C.  Potential Patent Infringement Case 

 
The Commission was contacted on or about May 31, 2005 by Mr. Melvin 

Molnick.  Mr. Molnick is the inventor and holder of patent # 5,800,268 called “Method 
of Participating in a Live Casino Game from a Remote Location.”  Mr. Molnick has 
stated to the Commission that Kenilworth’s patent violates his earlier patent.  Mr. 
Molnick alleges that if Kenilworth begins operations pursuant to its proposal, Molnick 
will file suit to enforce his patent.     
 
 Mr. Molnick’s patent describes a method through which a player can participate 
in a live casino game from a remote location.  The player links with the casino through an 
information link from an interface station, which includes a monitor and keypad.  The 
player enters financial information and the casino communicates with the player’s 
financial institution.  Images of live game play are transmitted to the player.  The player 
transmits bets and game play to the casino.  The bets are tracked and debits and credits 
made through the open line between the casino and the player’s financial institution.   
 
 The Commission staff has reviewed Mr. Molnick’s patent and the patent held by 
Kenilworth.  It is obvious that the systems are similar.  Beyond that, the Commission 
staff would not want to speculate as to the outcome of any action on the part of Mr. 
Molnick to enforce his patent.  It is simply important to note that should a patent 
infringement action be filed against Kenilworth, the company would have to expend 
resources to defend its patent.  It would be expensive and time consuming for the 
                                                 
2 Id. 
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company to defend the action.  A successful action against Kenilworth’s patent would be 
devastating to the company given that the patent is the basis for the company’s proposed 
operation.  Representatives of Kenilworth have stated that although they are aware of Mr. 
Molnick and his patent; they truly believe that they could defend their patent.   
 
 
III.  Alternative Forms of Gambling   
 

There is no question that gambling is taking on many new forms that take patrons 
outside of the traditional live betting situations of brick and mortar casinos, racetracks 
and the purchase of lottery tickets at retail locations.  Internet gambling is the most 
obvious example.   

 
Kenilworth’s proposal, involving the use of interactive television, is another 

mechanism through which people are now able to place bets.  Interactive television 
services, while still relatively unpopular in the United States, are becoming more 
widespread in Europe.  British Sky Broadcasting (“BSkyB”) offers services that allow 
patrons to play games, send e-mails and make purchases through digital television 
service.  Gambling is fast becoming a popular interactive television commodity.  BSkyB 
offers sports-book betting, fixed-odds slot machines and racing.  In the United States, a 
2000 amendment to the Interstate Horseracing Act3 has caused some states, including 
California, to authorize betting on simulcast horse races via the internet and interactive 
television.  TVG, for example, offers such interactive simulcast and betting services 
through Dish Network in certain states.   

 
Gambling services are also evolving to include other interactive mechanisms, 

such as mobile gaming through handheld wireless devices or cellular phones.   
 
The Commission staff has been approached by another company that would like 

to provide Indiana casino patrons with the ability to view the results of bets made at 
casinos via the internet.  This proposal and Kenilworth’s likely scratch the surface in 
terms of the number of alternative gambling proposals the Commission and the State of 
Indiana will be presented with in the coming years.   

 
As a testament to the increasing concern that regulatory bodies have about the 

issues surrounding internet gambling and other new forms of gambling, a group of twelve 
states is gathering to form a multi-state Internet Gambling Task Force.  The Commission 
staff is currently participating in the group to ensure that Indiana remains abreast of the 
latest information regarding the status of legality and enforcement of alternative forms of 
gambling such as internet wagering.  In fact, the first meeting of the task force will 
convene in Indianapolis on December 13, 2005. 

 
Unlike gambling in traditional venues, the legality of the various manifestations 

of interactive gambling is unsettled.  Arguably, Indiana’s consideration of any forms of 
alternative gambling must start with an analysis of legality under federal and state laws.  
                                                 
3 15 U.S.C. § 3001, et seq. 
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IV.  Legal Issues 
 
 Whether or not internet gambling and other forms of interactive remote wagering 
are legal under federal law is another question that will have to be explored in 
conjunction with the proposal by Kenilworth.  The Commission staff is unaware of any 
case law that discusses remote wagering via interactive television.  However, in the last 
several years a limited number of federal courts have weighed in on the applicability of 
federal criminal laws to internet wagering. 
 
A.  Status of Legality Under Federal Law  

 
The concerns with respect to federal law center on the potential of the proposal to 

run afoul of several federal criminal laws including the Interstate Wire Act of 1961, 4 
which is the same Federal Law that has been used to successfully prosecute isolated 
internet gambling cases. 5  Kenilworth insists that its system does not violate the Interstate 
Wire Act of 1961.  The Interstate Wire Act of 1961 provides that: 

 
Whoever being engaged in the business of betting or wagering knowingly 
uses a wire communication facility for the transmission in interstate or 
foreign commerce of bets or wagers or information assisting in the placing 
of bets or wagers on any sporting event or contest, or for the transmission 
of a wire communication which entitles the recipient to receive money or 
credit as a result of bets or wagers, or for information assisting in the 
placing of bets or wagers, shall be fined under this title or imprisoned not 
more than two years, or both.6 

 
The debate has largely been about whether internet gambling is effectively 

prohibited by this and several other related federal laws.  The debate with respect 
to internet wagering centers around the type of gambling criminalized by the Wire 
Act.  Many argue that the phrase “sporting event or contest” refers only to sports 
wagering.  The Department of Justice (“DOJ”) has maintained that the law also 
refers to other types of “contests” besides sporting contests and that it extends to 
all types of gambling, including casino-style gambling.7  However, one federal 
court has held that the Wire Act does not apply to non-sports gaming.8   
 

                                                 
4 18 U.S.C. § 1084.  See also The Travel Act 18 U.S.C. § 1952, and Illegal Gambling Business Act 18 
U.S.C. § 1955. 
5 See United States v. Jay Cohen, 260 F.3d 68 (2nd Cir. 2001). 
6 18 U.S.C. § 1084(a). 
7 See attached Exhibit 2 (a letter dated August 23, 2002 to Dennis Neilander, Chairman, Nevada Gaming 
Control Board from United States Assistant Attorney General Michael Chertoff regarding the position of 
the Department of Justice on the applicability of federal law to Internet gambling.  The letter states: “[a]s 
set forth in prior Congressional testimony, the Department of Justice believes that federal law prohibits 
gambling over the Internet, including casino-style gambling.)” 
8 See In Re: Mastercard Int'l Inc., 313 F.3d 257 (5th Cir. 2002). 
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Kenilworth argues that its proposal does not violate the Wire Act.  The logic of 
that argument is as follows: 

 
• The mechanism utilized is actually satellite transmission as opposed to 

telephone-based transmissions.  Therefore, Kenilworth argues, no “wire 
communication facility” is utilized. 

• In addition, Kenilworth maintains that the Wire Act is not invoked because 
the betting takes place within one state, and only the image of the roulette 
wheel is transmitted in interstate or foreign commerce; the company 
analogizes this to the situation with simulcast horseracing and the sports 
wagering that is legal in Nevada.    

 
Although Kenilworth argues that its proposal is entirely legal under federal law, 

there are still concerns.  Indeed, the State of Nevada raised the issue of legality in 2003 
when it considered Nevada Senate Bill 431, which would have enabled the Nevada State 
Gaming Control Board to draft regulations to allow transmissions to be sent from Nevada 
gaming venues in connection with Kenilworth’s proposal to the State of Nevada.  In the 
context of a hearing before the Senate Committee on Judiciary, the Chairman of the 
Nevada State Gaming Control Board, Dennis K. Neilander testified about the proposal.  
Neilander testified that it was possible that the Justice Department would disagree with 
Kenilworth that the technology would not run afoul of the Wire Act.   

 
The definition of “wire communication facility” found at 18 U.S.C. 2510 states 

that “‘wire communication’ means any aural transfer made in whole or in part through 
the use of facilities for the transmission of communications by the aid of wire, cable or 
other like connection between the point of origin and the point of reception (including the 
use of such connection in a switching station) furnished or operated by any person 
engaged in providing or operating such facilities for the transmission of interstate or 
foreign communications or communications affecting interstate or foreign commerce.”9  
It is the reference to a “like connection” that arguably leaves open the possibility that 
satellite transmissions might be included.  Neilander spoke about the DOJ’s position in 
his testimony: “[t]hey view the definition of “wire” to be very broad and expansive.  
Although there are not any cases I am aware of, I would suspect [the DOJ] would view 
satellite as a wire transmission and subject to the Interstate Wire Act of 1961.”   

 
Kenilworth also argues that they fall under a “safe harbor” provision in the Wire 

Act.  This provision of the Act exempts the transmission of information for use in news 
reporting of sporting events or contests or for the transmission of information assisting in 
the placing of bets or wagers on a sporting event or contest from a state where such 
betting is legal to a state where such betting is legal.10  According to Neilander, the safe 
harbor provisions would not apply if an entity had a revenue sharing relationship with the 
transaction, as would presumably be the case with the entities engaged by Kenilworth.  
The betting activity, Kenilworth argues, is totally contained within the state receiving the 

                                                 
9 18 U.S.C. § 2510. 
10 18 U.S.C. § 1084(b). 
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transmission.  Another concern is that Kenilworth’s transmissions might be viewed as 
constituting information assisting in the placing of bets and wagers.   

 
Nevada ultimately decided not to pursue involvement with Kenilworth and its 

proposal.  As Nevada and Kenilworth have both acknowledged, the question of legality 
under the Wire Act is something that is speculative.  The DOJ will not provide an 
advisory opinion to the Commission upon request concerning Kenilworth’s proposal.  
However, there are clues that might shed some light on what might be the Department of 
Justice’s reaction to Kenilworth’s proposal.  These clues come from the DOJ’s 
commentary about internet gambling, which implicate the status of Wire Act 
jurisprudence in general.   

 
In testimony before Congressional committees, DOJ personnel have, on more 

than one occasion, asserted that the Wire Act and other federal laws currently prohibit the 
operation of internet gambling businesses in the United States.11   

 
There is also evidence that the DOJ does not distinguish between the mechanism 

involved when it considers the propriety of internet gambling.  Speaking at a Special 
Briefing sponsored by the World Online Gambling Law Report in London, England 
Deputy Assistant Attorney General John G. Malcolm lumped in “gambling by other 
technologies, such as through interactive television” with on-line gambling when he 
spoke about the DOJ’s concerns about on-line gambling.12 

 
The DOJ has also maintained during litigation the position that the three 

aforementioned federal statutes criminalize interstate internet gambling businesses.13  In 
the case before the World Trade Organization (“WTO”) against Antigua, 14 the DOJ 
argued that the 2000 amendment to the Interstate Horseracing Act15 did not trump the 
prohibition on such gambling that is provided by the Wire Act and additional federal 
criminal laws.  So, even where there is additional evidence that Congress intended to 
allow internet gambling in the limited case of horseracing simulcast wagers the DOJ has 
continued to maintain that the Wire Act applies.   

 
Should Indiana’s General Assembly elect to pursue a relationship with 

Kenilworth or any other entity which would provide similar interactive gaming 
                                                 
11 Testimony of John G. Malcolm, Deputy Assistant Attorney General before the Senate Committee on 
Banking, Housing, and Urban Affairs, Tuesday, March 18, 2003 and before the House of Representatives 
Subcommittee on Crime, Terrorism, and Homeland Security Committee on the Judiciary, Tuesday, April 
29, 2003.  Transcripts are available at  www.usdoj.gov/criminal/cybercrime/docs.html#docc.   See also 
attached Exhibit B (a letter dated August 23, 2002 to Dennis Neilander, Chairman, Nevada Gaming Control 
Board from United States Assistant Attorney General Michael Chertoff regarding the position of the 
Department of Justice on the applicability of federal law to Internet gambling).   
12 Statement of John G. Malcolm, Deputy Assistant Attorney General at Special Briefing: Money 
Laundering and Payment Systems in Online Gambling, London, England, available at  
www.usdoj.gov/criminal/cybercrime/JGM_Intgambling.htm.        
13 See The Wire Act, 18 U.S.C. §1084, The Travel Act, 18 U.S.C. § 1952, and 18 U.S.C. § 1955.  
14 United States  - Measures Affecting the Cross-Border Supply of Gambling and Betting Services, 
WT/DS285/AB/R (Apr. 7, 2005). 
15 15 U.S.C. § 3001, et seq. 
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opportunities, it must take into consideration substantial risk factors associated with the 
current position of the DOJ and the various interpretations of the evolving status of 
federal law.   

 
B.  Future Changes to the Legal Landscape 

 
The Commission staff feels that it is fairly likely that the issue of the legality 

under federal law will eventually be clarified by Congress.  Congress has repeatedly 
considered legislation that would outlaw internet gambling, and presumably would 
clarify the laws to make them technology-neutral, which would outlaw other means of 
gambling similar to internet wagering, such as the type of remote wagering via satellite at 
issue in Kenilworth’s proposal.   

 
On the other hand, some speculate that Congress will decide to legalize and 

regulate these new forms of gambling.  This is the approach that has been taken by 
England.16  This approach recognizes the reality that there is no way to eradicate 
interactive gaming.  Jurisdictions that legalize internet gambling believe that since it 
cannot be eliminated, the best tactic is to legalize it so that it can be regulated by states in 
the same way live gambling is regulated.   

 
Either way, whether Congress acts to legalize interactive gambling, or whether it 

acts to clarify statutes criminalizing it, the Commission staff speculates that 
Congressional action would likely be harmful to Kenilworth.  If federal legislation serves 
to legalize various forms of interactive gaming, Kenilworth’s proposal will no longer be 
unique and Kenilworth’s theoretical market share will be reduced.  Indeed, one of the 
company’s marketing angles is that because Congress appears to be opposed to internet 
gambling, Kenilworth will corner the market on this method of remote wagering which 
they believe to be a legal alternative to illegal internet gambling.  As has been discussed, 
the DOJ is presently resistant to internet wagering, and by analogy, other forms of 
interactive wagering.   If the laws are amended to clarify the current DOJ position, the 
language will most likely eliminate any argument that Kenilworth’s proposal is legal 
under federal law. 
 
C.  Regulatory Approval 
 

Kenilworth’s SEC filings acknowledge that Kenilworth faces the challenge of 
obtaining regulatory approval in each state or jurisdiction in which it does business.  In 
addition, the states receiving the transmissions would have to make appropriate statutory 
changes to allow their lotteries to offer the option allowing citizens to place bets via the 
set top boxes on the Indiana game. 
 

The Commission staff is concerned about whether Kenilworth would be able to 
obtain regulatory approval in other jurisdictions due to the suitability issues outlined 
below.  Notwithstanding suitability issues, the Commission staff sought information from 

                                                 
16 Gambling Act, 2005, ch. 19 (Eng.). 
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Kenilworth regarding their efforts to obtain regulatory approval in other jurisdictions.17  
Regulatory approval would presumably be necessary in each state Kenilworth seeks to do 
business either as a transmitting state or a state to which Kenilworth proposes to transmit 
the broadcast.  Kenilworth provided the following information about its efforts to obtain 
regulatory approval in other jurisdictions:18   

• Kenilworth has engaged lobbyists in Illinois and New Jersey to explore 
using those states as broadcast sites.  Kenilworth lobbyists are working in 
Illinois and West Virginia to explore the possibility of broadcasting to 
those states.  Kenilworth states that it has “tacit understanding in 
Mississippi with the casino operators as a group.”  

• Kenilworth states that it has an “invitation” from the Mayor of Tinian, 
Northern Marianas Island, to broadcast from Tinian to the Asian market 
from new casinos to be built over the next two years.   

• Kenilworth informed the Commission staff that although it has obtained 
tentative approval from the Korean Tourist Bureau in South Korea to 
broadcast form one of its casinos, due to financial reasons the company is 
focusing its efforts on the U.S. and European markets. 

• Kenilworth states that it has had inquiries from three native American on-
reservation casinos to use their facilities as a broadcast site, but 
Kenilworth says that the locations are not prominent. 

• Kenilworth says that it has an inquiry to license an India company for 
broadcast to India, but India prohibits any type of gambling.  Kenilworth 
says it is not pursuing this inquiry. 

 
Regardless of the technical legal issues and background issues, similar policy 

considerations exist with Kenilworth’s technology as exist with Internet gaming:  both 
technologies allow casino gambling into the homes of citizens.  Even if Indiana does not 
consider allowing Indiana’s citizens to be end users of the system, other jurisdictions 
would have to do so in order for Kenilworth to be successful.   
 

If the proposal were to be implemented, it would be challenging for the state to 
regulate its operation.  It appears that Indiana would have to assume a great deal of 
oversight to ensure that the end-user jurisdictions are operating appropriately.  Based on 
the brochure by Kenilworth and the issues explored by the Nevada Legislature, it would 
appear that Indiana would have to take steps to dictate the terms under which the 
transmission would be utilized in the other states to ensure that it would meet Indiana’s 
standards.  This would place a significant burden on the Commission to regulate. 
 

Isolated problems with dealer error arise from time to time at Indiana’s casinos.  
Casino dealers, although heavily regulated, do make mistakes and commit errors of 
procedure.  These issues are easily resolved by the casino, or with the involvement of the 
IGC when there are a limited number of patrons playing at a gaming table.  If thousands 

                                                 
17 See attached Exhibit 3 (a letter from Commission staff to Kenilworth dated June 16, 2005). 
18 See attached Exhibit 1 at 5. 
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or millions of bets are placed on a single problematic roulette spin, the Commission could 
receive an overwhelming number of complaints thus risking a tainted reputation.   
 

 
V.  Background Issues Related To Kenilworth Systems Corporation  
 

History of the company:   Kenilworth Systems Corporation (“Kenilworth”) is a 
small company based out of Mineola, New York.  According to Kenilworth’s brochure, 
the company has been a publicly traded company since 1968.  Previously, the company 
was involved in developing systems of cashless wagering.  The Company was involved 
in bankruptcy proceedings in the early 1990s.  Since 1998, the company has been 
involved in development and marketing for Roulabette.   
 
A.  Herbert Lindo: 

 
1.  Federal Felony Convictions:  

 
The Commission staff became aware, through a review of Kenilworth’s SEC 

filings,19 that Kenilworth’s seventy-nine-year-old president, Mr. Herbert Lindo was 
convicted of violating federal securities law in 1993.  The company’s SEC filings 
indicate that Lindo “was convicted in 1993 on three (3) counts of having permitted three 
(3) banks located in the Upper Peninsula of Michigan to sell unregistered, legended, 
restricted Kenilworth shares pursuant to SEC Rule 144 prior to the bank having the then 
required two (2) year holding period.”  Filings indicate that Mr. Lindo was sentenced to 
one thousand hours of community service, fifteen months of house arrest and fined six 
hundred thousand dollars.   

 
A case filed in the United States District Court for the Western District of 

Michigan, charged Herbert Lindo with five counts in violation of Federal Securities laws.  
Lindo was charged with four counts of Sale of Unregistered Securities and one count of 
Conspiracy for Sale of Unregistered Securities.  Mr. Lindo was convicted of three felony 
counts of Selling Unregistered Securities.  Mr. Lindo was not convicted of the conspiracy 
charge.  The indictment indicates that Mr. Lindo’s convictions resulted from his 
involvement in a situation wherein shares of Kenilworth stock were issued to serve as 
collateral for a loan. The shares were unregistered, legended restricted shares of 
Kenilworth stock, which, under securities laws in effect at the time, could not legally be 
sold in the public market unless registered or held for two years.  Instead, Lindo allowed 
and encouraged the bank to believe that the shares could legally be sold.  As such, the 
shares were sold by the bank when the loans came due.   
 

 Mr. Lindo appealed the conviction to the U. S. Court of Appeals,20 which upheld 
the conviction.  Although Mr. Lindo was not initially sentenced by the District Court to 
serve a prison sentence, a federal appeals court opinion indicates that because of 

                                                 
19 SEC filings for Kenilworth Systems Corporation are available at http://www.sec.gov/cgi-bin/browse-
edgar?action=getcompany&CIK=0000055234&owner=include.  
20 United States v. Herbert Lindo, 18 F.3d 353 (6th Cir. 1994). 
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probation violations committed by Mr. Lindo immediately after his 1993 conviction, he 
was sentenced to serve a four-month prison sentence.21  Mr. Lindo again filed an appeal.  
Although the Court agreed with Mr. Lindo that the District Court had erred in believing 
that a prison sentence was mandatory based upon Mr. Lindo’s violations, when the case 
was remanded back to the District Court the imposition of sentence was affirmed.  The 
opinion describes the probation violations committed by Mr. Lindo: 

• Mr. Lindo failed to report to his probation agent, within seventy-two 
hours, the termination of his employment as a consultant with CashTek, 
Inc.  The Court states:  “[d]espite the appellant’s insistence that his 
dismissal had been invalid, his firing by the CashTek Board of Directors 
on December 20, 1993, and his “lock out” on or about January 5, 1994, 
unquestionably constituted changes of employment circumstances which 
he should have reported.”22 

• Mr. Lindo violated another condition of his probation by leaving his 
residence for extended periods of time, thus violating his house arrest.23 

• Mr. Lindo violated another condition when he refused to provide his 
probation officer with requested financial documentation, including his 
personal income tax return.  The Court stated:  “[a]dditionally, Lindo 
should have, but did not, report cash receipts and disbursements and other 
financial transactions conducted through the account of P & J 
International, Inc., a shell corporation which served as Lindo’s alter ego. 
(Lindo disclosed these receipts and expenditures only after the probation 
officer inadvertently became aware of a $12,000 check payable to P & 
J).”24 

The court also noted that Lindo had failed to pay any portion of the $600,000 fine 
that was imposed pursuant to the District Court’s judgment.  This was not found to be a 
violation by the appellate court, however, because the written schedule of the payments 
had been an agreement with the probation officer, rather than an order from the district 
court.25 
 

2.  CashTek Corporation 
 
 According to an opinion of the Tax Appeals Tribunal of the State of New York,26 
CashTek Corporation (“CashTek”) was a company created in February 8, 1991 for the 
purpose of purchasing the assets of Kenilworth at the time it was involved in a chapter 7 
bankruptcy.  At the time, Kenilworth had been involved in developing a system of 
cashless wagering.  The opinion in the tax tribunal case discusses Mr. Lindo’s 
involvement with CashTek.  The opinion discusses the fact that Mr. Lindo resigned his 
positions as president, board chairman and treasurer of CashTek after he was convicted in 

                                                 
21 United States v. Herbert Lindo, 52 F.3d 106 (6th Cir. 1995). 
22 Id. at 107. 
23 Id. 
24 Id. 
25 Id. 
26 In the Matter of the Petition of Mitchell G. Menik, 1999 N.Y. Tax App. Trib. Nos. 815718-9, available at 
www.nysdta.org/Decisions/815718.dec.htm, aff’d, Menik v. Roth, 720 N.Y.S.2d 265 (App. Div. 2001). 
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federal court.  Mr. Lindo’s son Jeffrey Lindo then became the president and treasurer of 
the company.  In September of 1993 new directors had the company audited; the audit 
revealed “financial improprieties and shortcomings” in the finances of CashTek.  The 
auditors reported findings to the board in December of 1993.  After investigating the 
problems, the board fired Jeffrey Lindo and “had him physically removed from the 
offices on January 4, 1994.”27  In January of 1994, the CashTek board sued the Lindos in 
the Supreme Court of Nassau County seeking reimbursement of over $3 million dollars.  
The opinion goes on to state that the Lindos filed counterclaims against CashTek alleging 
that a press release describing the Board’s lawsuit was “issued with malice and ill will 
and damaged the business reputation of the Lindos.”28  The Commission staff has been 
unable to obtain additional information about the outcome of this lawsuit and the 
allegations made against the Lindos.  However, this is certainly a matter that would 
warrant further investigation should it become necessary to subject Kenilworth to a 
complete background check in the future. 
 
 
B.  Implications of Lindo’s Suitability on the Suitability of Kenilworth 
 

Arguably, the central focus of the Indiana Gaming Commission’s regulation of 
riverboat gambling operations in the State of Indiana is its charge to protect or enhance 
the credibility and integrity of gambling operations authorized by statute.  Indeed, IC 4-
33-1-2 provides the legislative intent for the Riverboat Gambling Act:   

 
This article is intended to benefit the people of Indiana by promoting 
tourism and assisting economic development.  The public’s confidence 
and trust will be maintained only through: 
(1) comprehensive law enforcement supervision; and  
(2) the strict regulation of all facilities, persons, associations, and 

gambling operations under this article. 
 

The suitability requirements for persons involved in gambling operations in the 
state are set out in IC 4-33.  These requirements are stringent and necessary to ensure that 
the integrity of gambling operations is preserved.  The Commission staff has not gathered 
from Kenilworth the information necessary to conduct a complete background 
investigation.  However, based upon the information gathered about Mr. Lindo’s 
background, the Commission staff can conclude that the company would not be found 
suitable.   

 
Kenilworth’s 10-K filings acknowledge the impact that Mr. Lindo’s convictions 

have on his likelihood of being found suitable to work in the tightly-regulated casino 
industry.  Kenilworth’s 10-K filings state that Lindo “is likely not to be found suitable by 
any Casino Control Commission or other regulatory body to hold licenses.”  The 10-K 
anticipates that Mr. Lindo would resign if licensing became necessary. 

 
                                                 
27 Id. at ¶ 19. 
28 Id. at ¶ 22. 
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Indeed, Mr. Lindo’s convictions would prevent him from receiving an 
occupational license under IC 4-33-8.  Furthermore, the Commission would not be able 
to issue a felony waiver to Mr. Lindo under IC 4-33-8-11 due to the nature of his 
convictions.   IC 4-33-8-11(d) provides that “[t]he commission may not waive the 
requirements of section 3(2) of this chapter for an individual who has been convicted of 
committing any of the following: (1) A felony in violation of federal law (as classified in 
18 U.S.C. 3559).”  Also prohibited by IC 4-33-8-11(d) is waiver of “[a] felony of fraud, 
deceit, or misrepresentation under the laws of Indiana or any other jurisdiction.”  
Although it is a matter of interpretation as to whether a crime is a felony of fraud or 
misrepresentation, Mr. Lindo’s convictions arguably qualify as felonies of fraud or 
deceit.  Indeed, the Appellate Court that considered his probation violations referred to 
“his conviction on three securities fraud counts.”29 (Emphasis added).   
 

The Commission staff acknowledges that while Kenilworth has not submitted an 
application for a license in this state, to the extent Kenilworth is proposing a partnership 
with the State, it should arguably meet the minimum requirements for other parties to 
gaming operations in the state.  If the Commission considered Kenilworth’s suitability as 
though it was applying for licensure, Kenilworth would not be found suitable due to Mr. 
Lindo’s felony convictions.  IC 4-33-6-3.  Kenilworth’s proposal would have Indiana 
entering into a business relationship with Kenilworth for Indiana’s receipt of a percentage 
of the net win of Kenilworth’s operations for the next fifteen years.  The proposal would 
also require that Kenilworth contract with one or more of Indiana’s riverboat licensees so 
that the live broadcast could be produced. 

 
More directly, Kenilworth’s proposal requires that it contract and partner with at 

least one of Indiana’s riverboats for the transmission of the live gaming images.  The 
Commission’s regulations cover the minimum standards that must be met by anyone 
contracting with riverboat licensees.  68 IAC 1-4-6 states that riverboat licensees shall 
“perform due diligence to ensure that each person that the riverboat licensee or riverboat 
license applicant enters into a contract or transaction with meets the requirements set 
forth in IC 4-33-7-3 and 68 IAC 2-2 [requirements for a supplier license].”  Indeed, if 
Kenilworth would be on a licensee’s property regularly, the Commission would require it 
to be licensed as a supplier.  Therefore, under the rules of the Commission, Kenilworth 
would need to submit for licensure as a supplier.  Notwithstanding any other issues, the 
company would not be found suitable to hold a supplier’s license due to Mr. Lindo’s 
convictions. 
 
 Kenilworth’s SEC filings indicate that Mr. Lindo would not remain in his position 
as president and Chairman of the Board if the company obtained a contract to do 
business.  Mr. Lindo has stated that he would be willing to place his shares into a voting 
trust, and resign from his position as chairman of the board.  However, pursuant to the 
Commission’s statutes and regulations, Mr. Lindo’s resignation would not solve 
Kenilworth’s suitability problems.  Pursuant to the Commission’s regulations, a key 
person is defined as “an officer, director, trustee, partner, proprietor, or managing agent 
of, or an individual who holds any direct, indirect, or attributed legal or beneficial interest 
                                                 
29 United States v. Herbert Lindo, 52 F.3d 106 (6th Cir. 1995). 
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whose combined direct, indirect, or attributed interest is five percent (5%) or more in a 
business entity.”  Even if Mr. Lindo gave up his control over the company, he has not 
indicated that he would be willing to give up his beneficial ownership. 
 
 
C.  Financial Suitability of the Company 
 

Kenilworth has been in business since 1968.  The company’s prior operations 
involved the development of a system for cashless wagering.  The Company emerged 
from Bankruptcy in 1998.  An examination of financial information contained in SEC 
filings indicates that Kenilworth has virtually no equity or liquidity.  The company has 
not had any revenue since it emerged from Bankruptcy, despite increasing expenses.  
Kenilworth’s 2004 Annual Report Form 10-K/A contains a report of the company’s 
independent registered public accounting firm.  The statement reads, in part: “[a]s more 
fully described in Note 1 to the consolidated financial statements, the Company has 
incurred operating losses since its inception as a development stage company for the 
period beginning November 24, 1998, which raises substantial doubt about its ability to 
continue as a going concern.” 

 
The company is a development stage company, whose sole purpose is the 

development of Roulabette.  Kenilworth cites many risk factors the company faces going 
forward, including whether or not it can obtain funding and regulatory approvals.  The 
company’s stock is traded on the pink sheets; it is a penny stock.  It is important to say 
that Kenilworth acknowledges its current financial situation; the company maintains that 
once it obtains a contract with a jurisdiction to do business, its investors will provide the 
necessary backing to make it a viable company. 

 
The research and development does not appear to have been completed for 

Roulabette.  In Kenilworth’s 2004 annual report, in listing risk factors, Kenilworth states 
that “[i]n order to commence to develop the Roulabette terminal and the Roulabette 
broadcasts, we estimate at this time, that we will need at least approximately ten million 
dollars ($10,000,000).”  The company acknowledges that it has no agreements or 
understandings to procure the money.  Even if it receives the ten million it needs for 
development, the report states that “substantial additional funds” would be needed for a 
marketing plan. 
 
 Despite the fact that Kenilworth states in its 10-K filings that Mr. Lindo would 
resign if the company obtained a contract to do business, the company has also indicated 
that Mr. Lindo is necessary for the successful operation of the business.  As such, 
Kenilworth appears to be in somewhat of a Catch-22 with respect to Mr. Lindo.  Mr. 
Lindo’s involvement in the company is a substantial obstacle for the company’s 
licensability and credibility with respect to any gaming regulator.  However, Kenilworth 
continues to insist that Mr. Lindo’s involvement in the company is necessary to the 
company’s success.  Based upon the July 27, 200530 letter from Mr. Andrew Hirko, 
Kenilworth’s President, to the Indiana Gaming Commission, it appears that Kenilworth 
                                                 
30 See attached Exhibit 4. 
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believes that its efforts to obtain financing for the $100 million guarantee relies on the 
continued involvement of Mr. Lindo.  Should the State of Indiana decide to enter into a 
relationship with Kenilworth, it will also ultimately have to decide the nature and extent 
of Mr. Lindo’s involvement in the company, if any.  
 
D.  SEC Compliance Issues 
 
 Kenilworth’s preliminary proxy statement dated July 19, 2005 indicates that 
Kenilworth’s Executives have failed to file their disclosures under Section 16(a) of the 
Securities act of 1934.  This regulation requires executive officers and directors and 
beneficial owners over 10% to file initial reports of ownership and changes in ownership.  
As of July 19, 2005, none of the Executive Officers and Directors of Kenilworth were in 
compliance with this requirement. 
 
 Additionally, Kenilworth was also recently ordered by the SEC to restate its 
financials for the past 5 years as a development-stage company. 
 
 
E.  Other Regulatory Concerns 
 

In May of this year, the commission was told that Mr. Lindo had resigned.  In a 
meeting with Commission staff on June 6, 2005, company representatives stated that Mr. 
Lindo had resigned on April 11, 2005.  In a letter dated July 11, 2005,31 in response to the 
Commission’s request for information, Mr. Hirko stated that Mr. Herbert Lindo had 
resigned and was now an advisor to Kenilworth.  The letter stated that if Kenilworth was 
unable to secure a contract with Indiana, Mr. Lindo would run as a prospective Director 
at the next annual meeting of shareholders.  However, in a July 27, 200532 letter, Mr. 
Hirko informed the Commission that “in [Kenilworth’s] Preliminary Proxy Statement on 
FORM 14A filed with the SEC on July 21, 2005, we left Mr. Lindo as the Chairman of 
the Board . . .”  Kenilworth argues that it made this decision because it believes that Mr. 
Lindo’s involvement is necessary in order to secure the $100 million loan from the 
European Bank.  The Commission staff is therefore unsure exactly what Mr. Lindo’s 
status with the company has been at each point since April 11, 2005 to the present.   
 

The Commission staff requested various things from Kenilworth in order to 
evaluate the feasibility of the proposal and the suitability of the company for the purpose 
of this report.  The Commission found that Kenilworth did not submit some of the 
requested information.  The Company’s failure to provide the requested information 
made it difficult for the Commission staff to complete its evaluation.  With respect to 
much of the information, Kenilworth stated that it would agree to provide the information 
once the Commission or the State entered into a contract.   The following is a list of the 
requested information along with Kenilworth’s responses:33 

                                                 
31 See attached Exhibit 1 at 4. 
32 See attached Exhibit 4. 
33 See attached Exhibit 1. 
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• Request:  As has already been discussed, the Commission staff sought detailed 
information about the operational and technological function of Roulabette.   
Response:  Kenilworth refused to provide this information citing 
confidentiality concerns regarding its patent. 

• Request:  The Commission staff requested information about Kenilworth’s 
stockholders having a 1% beneficial ownership interest in Kenilworth.  
Response:  Kenilworth responded that it has “no rights or obligations to 
disclose the stockholding of our Shareholders unless they are “insiders,” such 
as Officers and Directors or if they own in excess of ten percent (10%) of the 
total number of shares outstanding, which has to be reported by the individual 
or corporation that owns the shares, in separate filings with the SEC.”  
Kenilworth said that it would agree to provide the information if approval is 
obtained from Indian for the proposed live game broadcast. 

• Request:  The Commission staff requested a copy of Kenilworth’s business 
and financial plan.   
Response:  Kenilworth stated that it intended to federal express a copy of its 
business plan to the Commission staff in a letter dated July 11, 2005.34   In a 
letter dated July 14, 2005,35 Kenilworth represented that it was finalizing its 
business plan which it intended to make available to the Commission shortly 
thereafter if the Commission staff would agree to keep “a proprietary 
technical protocol” confidential.  Alternatively, Kenilworth suggested that 
they would delete any proprietary information and provide the public version.  
Despite the fact that the Commission staff responded on July 14, 200536 
stating that it would like to receive only the disclosable information from the 
plan, Kenilworth never provided a copy of that business plan. 

• Request:  The Commission staff requested information about the bond 
company that would cover the $100 Million security guarantee.   
Response:  Kenilworth stated that it would “disclose the identity of the 
Guarantor, the lending bank, the security issuing bank (if different), and any 
side agreements between Kenilworth, the Guarantors and/or the bank(s)” upon 
written approval by the Commission of Project Roulabette. 

 
The Commission staff believes that it would be impossible to enter into a contract with 
any company prior to having reviewed the requested information and any other 
information deemed necessary.   
 

Shortly after the Indiana Legislature passed Enrolled Act 1120, which contained 
the request for this report, Kenilworth released a press release.  The press release 
contained the following statement: “[t]he Company expects the first of several television 
simulcast casino broadcasts to originate from an Indiana, U.S.A. Riverboat casino, 
subject to final approval by the Indiana Gaming Commission, which is expected.”  
Commission staff felt that this statement was misleading as to the nature of the 
Commission’s inquiry and the level of authority afforded to the Commission in this 
                                                 
34 See attached Exhibit 1 at 2. 
35 See attached Exhibit 5. 
36 See attached Exhibit 6. 




































